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RobertW. Quinn,Jr. Suite 1000
Vice President 1120 20th Street NW.
Federal Government Affairs Washington, D.C. 20036

202 457-3851
FAX 202 263-2655
WIRELESS 202 256-7503
EMAIL rwquinn@att.com

October22, 2002

VIA ELECTRONICFILING
Ms.MarleneDortch,Secretary
FederalCommunicationsCommission
445 l2~~Street,S.W.
Washington,DC 20554

Re: Inthe MatteroftheFederal-StateJointBoardon UniversalService,CC
DocketsNo.96-45,98-171,90-571,92-237,99-200,95-116,98-170,
andNSDFileNo. L-00-72

DearMs. Dortch:

AT&T Corp. (“AT&T”) files this exparteto assistthe Commissionin
addressingthereformofits universalservicecontributionmechanism.AT&T became
afoundingmemberofthe Coalitionfor SustainableUniversalService(“CoSUS”)
becausetheCoSUSprinciplesbestservedthepublic interestby addressingnumerous
problemsthatplaguethecurrentassessmentmechanismmaking it unsustainablein the
longterm,including the“deathspiral” createdby thedramaticdeclineofwireline
interstatetelecommunicationsrevenuesthat, coupledwith increaseduniversalservice
fundingrequirements,hasdriventhecontributionfactorto high levelsthat are
increasinglyinequitableanddiscriminatoryamongcarriers.As therevenueassessment
basecontinuesto decline,dueto wirelessandInternetsubstitutes,e.g., e-mail,andas
providersstructurebundlesof serviceto minimizetheportionattributableto interstate
telecommunicationsrevenues,therevenue-basedmechanismwill become
unsustainable.Moreover,existing reportinglagsmakethepresentsystem
discriminatoryby imposinga disproportionateshareof universalservicefunding
requirementson carrierslosingmarketshare. In addition,the“safeharbors”utilized
for wirelesscarriersandinternationalcarriersdiscriminatein favor ofthoseproviders
andserviceofferingsat theexpenseofothercarriers.
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TheCoSUSproposaladdressedthoseissuesby basinguniversalservice
contributionson aperconnectionbasisfor residentialandwirelesscarriersand,after
anappropriatetransition,onaflat-ratedcapacity-basedchargefor all businessservices.
It hasbeensuggested,however,that suchaconnection-basedmechanismwould
somehowextendthecontributionobligationto providersofintrastateservices,
somethingthatwould seeminconsistentwith theAct’s mandatethat contributionsbe
madefromprovidersofinterstatetelecommunicationsservicesandtheAct’s general
reservationofjurisdictionover intrastatetelecommunicationsto thestates. Therewas
also theconcernthatthe CoSUSproposalcouldpotentiallyextendcontribution
obligationsto non-telecommunicationsservicesproviderscurrentlyfreeofsuch
burdens.

AlthoughAT&T believesthatthoseassertionsarenot meritorious,the
Commissionneednotresolvethesedeeplyheldandcontentiousissuesto reformits
universalserviceregimeatthis time. AT&T believesthattheCommissioncoulddo so
by not adoptingthe“per connection”assessmentvehicleproposedby CoSUSbut
insteadadoptinganassessmentmechanismtriggeredby assignedenduserworking
telephonenumbers.By assessinguniversalservicecontributionson workingtelephone
numbers,all ofthe infirmities ofthecurrentsystemareaddressed,withoutraising
concernsaboutCommissionauthorityor inappropriateexpansionofcontributionduties
to non-telecommunicationsservices.As such,andasdiscussedmorefully below,a
solutionbasedon workingtelephonenumbersoffersamorecomprehensiveapproach
to resolvingthis matterquickly, andcanbe accommodatedin thecontextofthe
pendingproceeding.BecausetheCommissionhasplenaryjurisdictionovernumbering
resourcesthatpertainto theUnitedStates,thechallengesthattheFCChasno
jurisdictionover“local connections”simply do notapply. 47U.S.C~251(e)(l);
NumberingResourceOptimization,First ReportAndOrderAndFurtherNoticeOf
ProposedRulemaking,15 FCCRcd.7574,16 (2000).

Underanumbers-basedsolution,carriersareassesseduniversalservice
contributionsbasedon thenumberofassignedenduserworkingtelephonenumbersin
lieu of physicalconnections(asCoSUShadproposed).Specialaccessandprivate
linesthat do nothaveassignedtelephonenumberscouldcontinueto beassessedbased
on thecapacityoftheirenduserconnectionsas proposedby CoSUSandtheAd Hoc
TelecommunicationsUsersCommittee. In additionto addressingsomeofthe legal
issuesassociatedwith connections,telephonenumbersshouldbesuperiorto physical
connectionssimplybecausethereareagreatervolumeofnumbersversusconnections,
andthus,theunit assessmentrateshouldbe less. In addition,numbersarestableand
growing. A numbers-basedsolutionwould provideasufficientandsustainable
universalserviceassessmentandrecoverymechanism.Usingnumbersasthe
assessmentmechanismalsooffersthepotentialfor carriersandtheircustomersto
conservetelephonenumbers,apublic policy benefitin its own right.

Useofworking telephonenumbersasthebasisfor assessingcontributionsalso
eliminatestheconcernthat contributionscouldberequiredofanyproviderotherthana
provideroftelecommunicationsservice. Today,telephonenumbersareassignedfor



usein connectionwith telecommunicationsservicesprovidedby telecommunications
carriers,andvirtually all ofthesetelephonenumbersareprovidinginterstate
telecommunications.By usingworkingtelephonenumbersasthebasisfor assessing
contributions,theCommissioncanassureitself thatprovidersofinterstate
telecommunicationservicesarecontributingto UniversalServicesupportwhile atthe
sametime eliminatingtherisk thatassessmentswouldbe imposedonprovidersofnon-
telecommunicationsservices.TheCommissionwould alsobeusingamechanism(i.e.,
numbers)that is clear,easyto administerandwell understoodby consumers.

Carriersshouldbeableto implementanumber-basedmechanismfor residential
andwirelessservicesby April 1, 2003,becausewith limited exceptionsconnections
andtelephonenumbersarethesamefor theseservices. All carriers’ switchedand
privateline businessservicescouldcontinueto be assessedonarevenuebasis,as
describedin CoSUS’October10, 2002exparte,until theCommissioncompletesan
expeditedproceedingto determinehow multiline switchedbusinessservices(e.g.,
CentrexandPBX-basedservices)would be treatedunderanumbers-basedapproachas
well asotherpotentialissues.During this time,theCommissionshouldalsodetermine
howresidentialtoll-free numbersanddistinctivering numbersshouldbe addressed.

If this solutionis not implementedon April 1, 2003andthecurrentassessment
mechanismremains,AT&T estimatesthatthecurrentassessmentratewill rise from
7.28%to approximately9.5%,a30%increase.Suchan increasecoulddrive AT&T’s
residentialuniversalservicecollectionratefrom its currentvalueof 11%to
approximately14%,dueto thesix monthrevenueassessmentlag,uncollectible
revenue(e.g.,thecarrieris assessedandbills thecustomerwho doesnotpaythebill)
andunbillablerevenue(e.g.,billing local carriersrefuseto addauniversalservice
collectionrateline itemto thebill sothatthe longdistanceproviderlackstheability to
bill its endusercustomer).

Forthereasonssetforth above,andin the overridinginterestof reformingthe
Commission’suniversalservicecontributionmechanism,AT&T urgesthe
Commissionto adoptanassessmentbasedonworking telephonenumbersasdescribed
above.

In accordancewith FCCrules, acopyofthis letter is beingfiled in eachofthe
above-captioneddockets.

Respectfullyyours,
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cc: CommissionerKevin Martin
CommissionerMichaelCopps
CommissionerKathleenAbernathy
ChairmanMichaelPowell
DanGonzalez
JordanGoldstein
Matt Brill
ChristopherLibertelli
Bill Maher
Carol Mattey
JessicaRosenworcel
ScottBergmann
EricEinhorn
PaulGarnett


